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Abstract 

Financial management principles are widely applicable in finance and play a pivotal role 

in environmental conservation and preservation, as highlighted in this research paper. A critical 

decision in finance management is not limited to dividend decisions, investment decisions, and 

resource allocation decisions. The proper management of the funds leads to a constant and a regular 

supply of money to where they are most needed for investment purposes. Financial management 

also aids in proper and optimum utilization of the resources to achieve the goals of profit 

maximization. The vital critical functions performed by financial management are determining 

capital requirements, overall financial control, estimating capital composition, and controlling the 

flow of cash. 
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Introduction 

Financial management entails controlling, planning, directing, and organizing finance 

matters, including the proper utilization of the funds. It also involves the application of 

management principles in the proper handling of financial resources. Financial management plays 

a pivotal role in controlling finances, such as risk assessment, utilization, funds procurement, 

payment, and everything related to an organization. Proper financial management in an 

organization ensures that the daily services carried out efficiently and comfortably consider every 

worker's interest. Most organizations that have improperly mismanaged their resources have often 

faced severe barriers that have negatively affected their development and growth. Therefore, 

proper financial management is the backbone of most successful organizations, and this paper 

seeks to establish how proper financial management can positively promote and enhance 

development and proper business practices.  

Literature Review 

Sustainability and Risks  

Proper financial management is a key for most organizations to maintain their growth over 

the years. Proper financial management helps in enhancing and increasing the productivity of the 

organization while at the same time reducing the risks that might make achieving these goals much 

more difficult (Stafford Global, 2020). Sustainability was quickly realized by allocating capital 

budgeting to focus on the business areas much attention for its growth and development. 

Furthermore, proper financial management also involves preventing various risks such as foreign 

exchange risks, reputational risks, operational risks, and credit risks. Each of the risks mentioned 

above affects the management of the finances in one way or another depending on the level of the 

risks involved (Thompson, 2019). Generally, risk is inherent in any form of business, and thus, 
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risk management strategies are essential in preventing massive financial losses that most 

organizations face today. 

Artificial Intelligence and Finance 

Artificial intelligence is one of the most potent tools employed today in a variety of 

financial services. The application of artificial intelligence with great care, diligence, and prudence 

can positively impact most organizations. Artificial intelligence can be widely used in asset 

management, algorithmic trading, underwriting, fraud detection, alpha generation, and risk 

management in the financial sector. Artificial intelligence can improve productivity and efficiency 

by automating their services and reducing mistakes committed by human beings due to the 

emotional and psychological effects. Artificial intelligence also aids in the speedy identification 

of the anomalies that reporting methods currently being used can not identify within the required 

timelines. 

Machine Learning and Finance  

Machine learning is widely used in financial applications and services and helps in asset 

management, approving loans, risk evaluation levels, and determining credit scores. Machine 

learning majorly involves the use and application of scientific data. Such data is essential in 

improving the ability to learning without the use of programming tools. In close relationship with 

artificial intelligence, machine learning emphasizes developing the systems that can be used to 

access most data, thereby changing its parameters completely to enhance the experience. For 

example, computer systems usually run most of their operation in the background but 

automatically depend on the type of data and information fed.  Therefore, machine learning is very 

accurate in making insights and predictions, especially when large volumes of data are used. This 

application suits most financial services because they deal in large volumes of data on vendors, 
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daily transactions, payments, customers, and bills. All these are considered perfect tools and 

instruments for machine learning. 

Sustainable Supply Chain Finance  

In the recent past, sustainable supply chain finance has become one of the sharpest areas 

of focus for most big companies because they are working towards addressing competitive 

pressures from government demands, increasing cost of energy, meeting environmental 

regulations as set by the government, and improving workplace standards (International Finance 

Corporation, 2020). Meeting these demands has pushed most companies into meeting the 

eligibility requirements, which can withstand sustainability standards in the long run. Sustainable 

chain finance has dramatically helped bridge the gap between the purchasers and suppliers of the 

various commodities in the market (Volkman, 2020). Suppliers and purchasers usually push in 

different directions were in a bid to optimize the cash flow of each party as much as possible. 

Green Bonds  

Green bonds have used the recent past to raise finances for environmental and climate 

projects to create a conducive environment for businesses. The bonds are linked with assets, and 

they have the same credit ratings that make them viable for the ease of doing business. The green 

bonds perform funding climate-related projects and promote the various projects' sustainability 

(Segal, 2021). Some of the projects funded through green bonds prevent pollution, marine 

protection, sustainable water management, energy efficiency, terrestrial ecosystem, clean water, 

and transportation. It also emphasizes the cultivation of environmentally friendly technologies 

which can ensure the successful running of businesses in society. 

 

Financial Management of Climate Change  
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Financial management of climate change entails local, national, and international funds 

supporting the programs for climate change in society. To fully achieve this, the Paris Agreement 

and Kyoto protocol focus on significant financial assistance for the parties with less endowment 

to carry out this initiative to its completion. Given that this initiative recognizes the contribution 

of various countries through climate change, climate finance is vital since it helps mitigate large-

scale emissions into the atmosphere, which in the long run affects the environment massively 

(Bird, 2015). When this happens, the ease of doing business deals a significant blow, leading to 

business malpractices and less development. 

 

Entrepreneurship and Sustainable Financial Management 

Sustainable financial management plays a pivotal role in developing and growing various 

entrepreneurship since it determines where the primary business investment occurs.  Most 

successful entrepreneurship is built on the foundation of sustainable financial management. Since 

entrepreneurship deals majorly in money, it goes hand in hand with financial management because 

businesses can not thrive in an environment where the management of the funds fails to meet the 

principles of proper financial management (Al Breiki & Nobanee, 2021).  Most successful 

organizations are made up of a dedicated, trustworthy, and professional team in charge of 

managing the funds because any slight error of the funds can lead to a massive loss of the funds, 

thus affecting the development of the businesses and the required code of conduct for the same. 

 

How Social Ventures Will be Financed  

Some ways in which social ventures are financed are through network investment, 

crowdfunding, equity debt, banking, and convertible debt. All these funding channels are revenue 
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models that make collecting funds a much more straightforward exercise to carry out and 

accomplish. Social ventures are unique because they do not have flexibility compared to regular 

startup ventures. After all, significantly when one is leveraging for funds. For example, equity debt 

often uses the exit strategy that rarely exists in social ventures because the social ventures entail 

long. Furthermore, getting funding from the investors must be preceded by instilling confidence 

in them to buy the concept of the business model. In this regard, social ventures assess the risk as 

an enormous task since it is endowed with business and cultural resource issues. 

 

 

 

Green Finance 

Green finance has existed for the promotion of a better environment conducive to 

conducting business activities. Since the COVID-19 pandemic rocked the whole world, some of 

the top financial analysts in Europe argue that turning to green finance would help most countries 

take off from the effect of the pandemic. Green finance has grown globally, estimated to be about 

$2.5 trillion by 2024 (World Economic Forum, 2020). Green finance has been hailed as meeting 

the demands of capitalism and environmentalism, something that most countries are struggling 

with to balance to encourage the growth of businesses. The financial activities performed in green 

finance are investment used to enhance the development of the green project, managing debt 

mechanism, and loans. These activities help reduce the effects of climate change on businesses 

and the strategies that can be put in place to avert the same effects. 

 

Green Investments 
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Green investment involves the activities concerned with preserving and conserving the 

environment through alternative energy sources, reduction of fossil fuel, and optimum use of 

natural resources in society (Thakur, 2020). Green investment is also concerned with pollution 

reduction, mitigating air pollution, waste and water management, and other environmentally 

friendly activities. The raising of the green investment funds can be done by individuals, hedge 

funds, private equity funds, and corporations. For investors' options, bonds, securities, mutual 

funds, and funds traded electronically can be used. 

 

 

 

Green Foreign Direct Investment 

The green foreign direct investment seeks to enlighten the people on foreign direct 

investment in promoting a healthy environment for ease of doing business. By encouraging lower 

carbon emission into the atmosphere, encouraging a just a sustainable environment, the program 

also highlights the amount of foreign direct investment into developing countries and how they 

positively impact the businesses already set up in those countries (Johnson, 2017). The potential 

contribution of green foreign investment in promoting sustainable business practices and 

development can only be realized by a severe collaboration between the different levels of the 

government and the private sector. The collaboration between the different levels of the 

government in checking the contribution of the foreign direct investment can help identify the 

emerging environmental challenges that affect the business operation. 

 

Sustainable Capital Budgeting 
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Sustainable capital budgeting considers the measures that can be put in place to sustain and 

improve the environment that can fully support the business enterprises. Such capital budgeting 

takes care of comprehensive cost accounting (FCA), life cycle assessment (LCA),  ecop-efficiency 

(EE), and life cycle assessment (LCA) (Kimbro, 2013). Capital budgeting also focuses on the 

environmental component of sustainability and establishes the impacts of capital budgeting on the 

same (Meyer & Kiymaz, 2015). Capital budgeting is done according to the number of businesses 

present in a given environment and the extent to which their operation has on the environment. 

 

 

Sustainable Capital Structure  

Sustainable capital structure has dominated the world of finance, more so in the lending 

institutions which handle a large amount of money. Essentially, the institutions that have been at 

the forefront as far as lending is concerned are microfinance institutions that have played a role in 

providing loans to small-medium enterprises (SME) (Abdul Quddos & Nobanee, 2021). However, 

these microfinance institutions have faced financial constraints attributed to many customers in 

need of loans to expand their businesses in one way or the other. This scenario has hindered the 

development of the businesses in the society; the few lucky ones have ended up abusing the code 

of practice because they are almost operating as monopolies. 

 

Sustainable Dividend Policy 

A sustainable dividend policy is used to determine the amount of money usually given to 

shareholders to start a business. The determination of the dividend to be given to the shareholders 

is based on the profit the business has made over the years so that the remaining amount can be 



9 
 

used to support viable environmental programs that encourage business growth. The dividend 

policy also helps decide the dividend and when it should be paid to the shareholders. The dividend 

policy also has clauses that explain the payment of bonus to the shareholders, and the timeframe 

within the same should happen. Some standard dividend policies are not limited to stable dividend 

policy, share buybacks, regular dividend policy, scrip dividend, residual dividend policy, and 

progressive dividend policy. 

 

 

 

Green Stock 

Green stock is known to have negligible effects on the environment because 

environmentally friendly companies use them. Even though most investors venture into green 

stock to make money, some investors make the environment better and a pleasant place to stay. 

The chances of doing business in an environment with a conducive atmosphere are likely to 

encourage the ease of doing business and practice the accepted code of conduct. Most companies 

that are considered as green stock are the ones that are vocal in enhancing the environmentally 

friendly industry produces goods and services that are incredibly beneficial to the environment. 

 

Sustainable Working Capital Management 

Sustainable working capital management gives companies that have it a much competitive 

advantage over their rivals. Since the effects of the COVID-19 on the world economy, there has 

risen a need for proper management of cash among companies, so that sustain the ease of doing 

business. The volatility of the world economy has made it necessary for prominent companies 
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across Europe and America to adopt a digital transformation that increases their revenue growth. 

When the capitals of the major companies are sustainably managed, then there is a likelihood that 

business growth can be achieved within that period. 

 

Sustainable Receivable Management 

Sustainable receivable management is used in different industries to manage cash inflows 

and outflows within a given financial year. The significance of this concept cannot be underrated 

more so for the big companies because it comes with a wide range of benefits (Al-Mahmoud & 

Nobanee, 2021). The applicability of the whole concept in finance and accounting has reduced the 

risks of financial losses, which has immensely contributed to promoting sustainable business 

practices. Sustainable receivable management also enables investors to make rational decisions 

regarding investment.  

 

Sustainable Trade Credit 

Sustainable trade credit aims at helping banks as one of the recognized great players in 

international trade by increasing the ease of internationally making trade in the world. Key among 

the benefits got as a result of sustainability in trade credit is the technical work. This approach 

seeks to expand the volume of trade among the people, which in the long run increases business 

growth. Sustainable trade credit also creates market awareness and education, equipping the 

traders with the relevant knowledge of keeping a clean environment while sticking to the set 

regulations.  

 

Sustainability Bonds 
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Sustainability bonds help fund and refund the social and green projects that seek to benefit 

society in general. The issuance of the sustainability bonds is done by municipalities, companies, 

and concerned government departments. However, the issuance process must follow the 

sustainability bond guidelines to not end up in the hands of the wrong people. The bonds, in most 

instances, are supported by the creditworthiness of the corporation that has issued the bond to 

avoid the incidences of counterfeiting the same. 

 

 

 

Sustainability Derivatives 

Due to the rise of sustainability in recent years, especially in the developed countries, it has 

given birth to an effective finance action plan with a variety of objectives to realize over a given 

period. Some of the specific functions of the sustainability derivatives are encouraging 

transparency and formulating a longer-term objective in economic and financial activities, 

redirecting the flow of capitals to sustainable investment, and mitigating the financial risk 

concerning conserving the environment (Lannoo, 2020). Sustainability derivatives are achieved 

when any market can participate in the green transition, same with the one explained in Europe. 

 

Social and Sustainable Capital 

The emergence of social and sustainable capital was evident in 2012 were to help charities 

and social enterprises thrive with the ease of doing business. This ease was made possible by 

providing loans and grants to such enterprises and enlightening them on the best business practices. 

The main objective of social and sustainable capital is to facilitate social enterprises to expand 
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their social impacts in society. The expansion is geared to happen by providing flexible and simple 

finances that can enable these organizations to operate efficiently. 

 

 

 

 

 

 

 

Conclusion 

Generally, financial management is a broader topic that ensures an organization has a 

robust plan and objectives that they intend to cover after a while.  Making an informed decision 

on where to invest and creating the long-term vision requires concrete financial management to 

facilitate all these to occur. The financial management system is seen in an extensive discussion 

above has various financial functions such as processing of a payment, asset management, 

recognition of revenue, and accounting. Integrating the above vital components enables financial 

management to realize financial visibility and oversee the business's daily operation to avoid 

massive financial losses. 
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